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XII 

Consideration of the reduction and limitation of military 
and naval expenditures on some just and practicable basis. 

XIII 

Consideration of standardizing of university curricula 
and mutual recognition of the validity of professional de- 
grees among the American republics. 

XIV 

Consideration of the rights of aliens resident within the 
jurisdiction of any of the American republics. 

XV 

Consideration of the status of children of foreigners born 
within the jurisdiction of any of the American republics. 

XVI 

Consideration of the questions arising out of an encroach- 
ment by a non-American power on the rights of an Amer- 
ican nation. 

XVII 

The formulation of a plan by which, with the approval of 
the scholars and investigators in the several countries, ap- 
proximately uniform means may be used by the governments 
of the Americas for protection of those archeological and 
other records needed in construction of an adequate Amer- 
ican history. 

XVIII 

Consideration of measures adapted to secure the progress- 
ive diminution in the consumption of alcoholic beverages. 



XIX 



Future conferences. 



THE SHIP^SUBSIDY 

The passage by the House of Representatives of the ship 
subsidy bill by the small margin of twenty-four votes and 
the possibility of its passage, in a slightly modified form, by 
the Senate render imminent the placing on our statute books 
of a measure of prime importance in the economic relations 
of the United States with the rest of the world. The bill is 
an administration measure par excellence, since the Presi- 
dent devoted a special message to Congress to a plea for the 
passage of the ship subsidy. 

ARGUMENTS FOR AND AGAINST THE SUBSIDY 

The chief protagonist of the ship subsidy measure is 
Chairman Lasker, of the United States Shipping Board. In 
the course of the past few months he has spoken and written 
a great deal on the question of the American shipping. His 
argument is excellently summed up in the following passage 
from one of his recent articles : 

As important as the railroads were in the wresting of the 
empire, so now, in the cycle of events, transportation on the 
sea becomes a paramount issue of the day, unless American 
statesmanship is bankrupt and American vision blind. 
Shall we, standing in our own light, surrender to others the 
wealth of opportunity which is ours, stupidly and blindly 
holding to fetiches of past conditions? Or, recognizing 
changes from within and without, shall we do that which is 
necessary to give our children the same opportunity that our 
fathers had and that came to us? 

A more direct argument for an American mercantile ma- 
rine subsidized by the government is contained in the fol- 



lowing statement, issued by the Shipping Board in connec- 
tion with their report on the traffic figures of the American 
foreign trade during the first half of 1922, from which it 
appears that during that period only 35 per cent of the total 
cargo was carried in American bottoms : 

As compared to the great volume of our overseas trade, 
the percentage carried in American bottoms is out of all pro- 
portion and reflects the need for a powerful stimulant to 
revive our sluggish transportation factors, so that we may 
eventually carry more American goods in American vessels 
and utilize for home needs the money paid to alien carriers 
for transporting our goods. 

The opponents of the policy of subsidizing American ship- 
ping challenge this argument on the ground that it is not 
sound from the point of view of the balances of payments 
in the international trade. They point out that the United 
States, as a country which exports more goods than she 
imports, has to accept such services as shipping, insurance, 
etc., to make up for the difference. This is entirely apart 
from the commonly invoked arguments concerning the dif- 
ference of operating costs, fixed charges, etc A writer in 
The International Interpreter says : 

Government subsidy might, for a while, enable the Amer- 
ican tonnage to compete against that of other nations in the 
American carrying trade, but in this manner the discrepancy 
between the credit and the debit sides of the country's for- 
eign trade would be increased more and more. 

Foreign trade presupposes ability to sell, as well as ca- 
pacity to buy. The United States can sell more than she 
wants to buy. If the country is to continue in this situa- 
tion, it must choose the most advantageous method of re- 
ceiving payment for the balance. Or, to quote again from 
the Interpreter article : 

Shipping is at best a business with a very low margin of 
profit; therefore, accepting part of the payment for her ex- 
ports in shipping facilities, the United States would merely 
be choosing the least of a number of evils, which seem in- 
escapable if the United States is to continue participation 
in the economic life of the world on at least as large a scale 
as heretofore. 

THE ECONOMICS OF AMERICAN SHIPPING 

In this particular regard, the United States is really 
unique among the nations of the world. A country with 
tremendous natural resources, she also has a very high de- 
gree of technical development. That means that she can 
apply her capital and her efforts in a number of fields that 
would be more advantageous than shipping. Mr. B. S. 
Gregg, writing in The Journal of Political Economy, says : 

A country which has been endowed liberally by nature 
with raw materials necessary to an advanced industrial de- 
velopment cannot maintain, except at an unusual expense 
a merchant marine large enough to carry 50 per cent of its 
total trade. The exploitation of its natural resources will 
be more profitable than shipping ventures. The exportation 
of primary commodities will unbalance its trade, and the 
profitableness of trafficking in these articles, eagerly sought 
after by other less fortunate countries, will not make for 
the development of that peculiar genius of management and 
economy needful for the successful operation of ships on 
multilateral voyages. In other words, tramp-ship operators 
will not be developed. Tramps are needed for bulky ina- 
terials, and are usually operated by the country which must 
import heavy raw materials and foodstuffs. The reverse is 
that these materials are rarely carried in the ships of the 
country selling them. The United States is an example of 
a raw-material exporting country, at least three-fifths the 
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weight of our exports belonging to this class. ... In the 
year ended June 30, 1921, imports into the United States 
amounted to 36,000,000 long tons, as compared with exports 
of 58,000,000 tons ; or, if bulk oil, which moves in specialized 
tankers, is excluded, the comparison is 17,000,000 to 52,000,- 
000 tons. . . . The United Kingdom, quite apart from its 
geographic location, is an example of the reverse. Exports 
from the United Kingdom in 1913 amounted to 106400,000 
tons, of which 76,000,000 tons were coal. Imports totaled 
55,400,000 tons. If the continental coal trade is excluded, 
and It should be, because it is little more than a coastwise 
movement, the overseas movement was 57,300,000 tons out- 
ward and 55,400,000 tons inward. 

All these arguments against the ship subsidy are, of 
course, purely economic. They represent an attempt to ap- 
proach the whole problem of shipping as a business propo- 
sition and to examine its possibilities essentially in that 
light. 

REPRESENTATIVE BURTON'S SPEECH 

On the other hand, Representative Theodore E. Burton, 
of Ohio, has stated the arguments in favor of the bill as 
follows : 

Prior to the late war I consistently opposed all proposi- 
tions for subsidy or subventions to American shipping ex- 
cept liberal payment to steamers carrying mail. Neverthe- 
less, I am now earnestly in favor of the pending bill for 
governmental aid to our ships flying the American flag. 

The present situation is radically different and the pend- 
ing bill safeguards the interests of the people much more 
carefully than the measures proposed at an earlier date. 

What is the difference in the situation? 

First. During the war the government acquired by cap- 
ture, purchase or construction some 11,000,000 tons of ship- 
ping at a cost of $3,000,000,000. Shall this investment be 
abandoned and ships be scrapped? I regard the sacrifice of 
this great amount of tonnage as altogether undesirable. 

The alternative of governmental operation is proposed by 
some, but our experience in this regard furnishes a conclu- 
sive argument against such a policy. Ships have been oper- 
ated by the government at an enormous loss. Governmental 
control has afforded an almost unprecedented record of 
waste. Even with the present careful management this 
great fleet promises to cost the United States between $30,- 
000,000 and $50,000,000 per annum, with no substantial im- 
provement in sight. 

A main reason for failure under the management of the 
government rests in the nature of the business itself. It is 
chiefly speculative industry and demands a freedom of 
action and a play of initiative not to be obtained under the 
restrictions of governmental service. Further, while gov- 
ernment ownership might prevail in an industry which could 
be made a government monopoly, it cannot succeed in com- 
petition with the privately owned tonnage of foreign coun- 
tries. 

Again, the profitable conduct of shipping depends very 
largely upon association with those engaged in foreign trade, 
the ownership of docks and terminals, and long association 
with shippers on all the routes of commerce. Thus the man- 
agement of shipping as an independent proposition does not 
promise favorable results. 

COMMITTED TO PREPAREDNESS 

Second, while we 'hope that there will be no more wars, 
we are nevertheless necessarily committed to a policy of 
preparedness. We are spending immense sums upon the 
navy. If another war should occur in which we were en- 
gaged it would be absolutely essential that we have our own 
ships for carrying troops and supplies. If a war should 
occur in which we were not engaged the merchant ships 
upon which we might otherwise depend would not be avail- 
able. In the late war we were subjected to most serious dis- 
advantage because the ships of other countries, very natu- 
rally, gave preference to shipments by their own nationals. 



Third, prior to the war, our export trade was based largely 
upon the demands of countries which not only needed our 
goods and products, but furnished the ships to carry them.' 
Now the nations which purchased most from us are less able 
to buy, and we must seek markets in countries of the world 
which have been reached only by foreign shipping. 

To obtain a foothold in these parts of the world, where 
there is sure to be rapid development, direct lines of ships 
are essential to carry the greater surplus and wider diver- 
sity of our products. It should further be stated that in our 
changed position from a debtor to a creditor country and 
the diminished wealth of our leading competitors in trade, 
the competition which we must meet will be much sharper 
than formerly and shipping under our own control is a nec- 
essary auxiliary if we are to meet the conditions of the time. 

The proposed measure has advantages over earlier propo- 
sitions. It provides that any vessel owner receiving aid 
from the government who realizes more than 10 per cent on 
his invested capital must return half of his net earnings in 
excess of 10 per cent until the entire amount of direct aid 
in that year has been returned to the Treasury. This is a 
salutary preventive of excessive profits or of any raid upon 
the Treasury. 

It is confidently expected that the service performed by 
army transports may be secured at a much less cost than 
now. Vessels receiving compensation are to be compelled to 
carry mail matter of any kind except parcels post, thus re- 
lieving the Post-Office Department of very considerable 
expense. 

The problem which confronts us is the larger cost of initial 
construction and of repairs, notwithstanding certain ma- 
terials are cheaper here, a somewhat larger bill for wages, 
the result of legislation and a settled desire for better con- 
ditions for our sailors; in general, greater cost for construc- 
tion and operation. 

Notwithstanding other countries have an advantage in 
this regard, most maritime nations give some form of gov- 
ernment aid to shipping, and all exercise especial care for 
securing an adequate mercantile marine. 

We may dismiss, I think, the proposition contained in the 
merchant marine act of 1920 for building up a merchant 
marine by discriminating duties. Such a plan would violate 
treaties and invite reprisals. It would be ineffective, be- 
cause it would apply only to the import trade. What is most 
to be desired is a stimulus to our export trade. Then, too, 
a very considerable proportion of our imports are on the 
free list, and such discrimination would render no aid to 
ships carrying this class of commodities. 



OUR ADMINISTRATION AND FOREIGN 
POLICY 

From the President's Message 

President Harding delivered his message to the Con- 
gress December 8. The passages pertaining to our 
foreign relations follow. The President began by say- 
ing: 

Members of the Congress: 

So many problems are calling for solution that a recital of 
all of them, in the face of the known limitations of a short 
session of Congress, would seem to lack sincerity of purpose. 
It is four years since the World War ended, but the inevi- 
table readjustment of the social and economic order is not 
more than barely begun. There is no acceptance of pre-war 
conditions anywhere in the world. In a very general way 
humanity harbors individual wishes to go on with wartime 
compensations for production, with pre-war requirements in 
expenditure. In short, every one, speaking broadly, craves 
readjustment for everybody except himself, while there can 



